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Rrian G. Teennies

Board of Directors
Equity Investment Services, Inc.
St. Louis, Missouri

We have aqudited the accompanying balance sheet of Equity Investment Services, Inc.
as of December 31, 2003 and the related statements of income, changes in
stocknolder’s equity and cash flows for the year then ended. These financial statements
are the responsibility of the Company's management. Our responsibility is o express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards genercily accepted in
the United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of
material missiatement. An audit includes examining, on a test basis, evidencs
supporting the amounts and disclosures in the financial statements. An audit aiso
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overcall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred o above present fairly, in all material
respects, the financial position of Eguity Investment Services, Inc. as of December 31 2003
and the results of ifs operations and its cash flows for the year then ended, in conformity
with accounting principles generally accepted in the United States of America.
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Brian G. Toennies & Associates
February 23, 2004



Equity Investment Services, Inc.
Balance Sheet
December 31, 2003

ASSETS

2003
Current Assets:
Cash - Checking Account $13,436
Cash and Cash Equivalents 13,436
Commissions Receivabie 87,775
Prepaid Taxes 200
Total Current Assets 67,975
Total Assets 381,411
LIABILITIES AND STOCKHOLDER'S EQUITY
2003
Current Liabilities:
Commissions Payable 32,100
Tatal Current Liabilities 2,100
Stockholder’'s Equity:
Capital Stock:
Authorized: 30,000 Shares
Par Value $1 Per Share
Issued and Cutstanding: 10,000 Shares 10,000
Retained Earnings -
Accumulated Other Comprehensive income 89,311
Total Stockholder's Equity 79,311
Total Liabilities and Stockholder’'s Equity $81,411

The accompanying notes are an integral part of the financial statements.
.



Equity Investment Servicss, Inc.

Income:
Commissions Earned

Expenses:
Continuing Education

Commissions Paid
Licenses and Permits
Professional Fees

income (Loss) from Operations
Other Income (Expense):
Interest iIncome
Capital Gain Dividends
Realized (Losses) on Securities

Net Income (Loss) Before Income Taxes

Provision for Income Taxes

Net Income (Loss)

Other Comprehensive Income:
Unrealized Gain (Loss) on Security

Comprehensive [ncome (Loss)

Statement of Income
December 31, 2003

2003

$183,169

2.500
111,343
737
1,500

116,080
§7.089

71

(105)

(34)

67,055

185

66,870

(479)

566,391

The accompanying nctes are an integral part of the financial statements.
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Equity investment Services, Inc.
Statement of Changes in Stockholder's Equity
For the Year Ended December 31, 2003

Accumulated

Retained Cther
Common Earnings Comprehensive
Stock (Deficit) Income Total
Balance, Beginning of the Year $10,000 S - 32,920 $12,920
Comprehensive Income

Net Income (Loss) - - 66,870 66,870
Unrealized Loss on Securities - - (479) {479)

Common Stock Subscription - - - -
Retained Earning, End of the Year 310,000 S - $69.311 §79.311

The accompanying notes are an integral part of the financial statements.
-4-



Equity Investment Services, Inc.
Statement of Cash Flows
For the Year Ended December 31, 2003

2003

Net Cash Flows From Operating Activities:
Net Income (Loss) _ $66,870

Adjustments to reconcile net income (loss)
to net cash from operations:

Loss on Sale of Securities (479)
(Increase) Decrease in Cocmmissions Receivable (67,407)
(Increase) Decrease in Prepaid Expenses -
Increase (Decrease) in Accrued Expenses : 502
Net Cash Provided by Operations (514)

Cash Flows From Investing Activities:
Purchase of Securities . -
Proceeds from Sales of Securities 12,750

Net Cash Provided By (Used In) Investing Activities 12,750
Net Increase (Decrease) in Cash 12,236
Cash and Cash Equivalents at Beginning of Year 1.200
Cash and Cash Equivalents at End of Year 513,436

Supplemental Disclosures of Cash Flow Information:

Cash Paid for Interest $ -
Cash Paid for Taxes 3185

The accompanying notes are an integral part of the financial statements.
-5-



Equity Investment Services, Inc.
Notes to Financial Statements
December 31, 2003

. Summary of Significant Accounting Policies.

a. Company's Activities - The Company, loczted in St Louis, Misscur, is an NASD
registered oroker/dealer that offers a variety of financial products to ifs clients.
The Company’s primary products are mutual funds and insurance confracts.

D. Accounting Method - The Company's books are maintained on the accruai
basis of accounting for financial statement reporting. :

c. Commissions Receivable - The Company uses the direct write-off method for
recognifion of bad delkts. No clliowance for doubiful accounts is believed
necessary.

d. Adoption of SFAS No. 130 - The Company adopted SFAS No. 130, Reporting
Comprenensive Income.

e. Income Taxes - Amounts provided for Federal income taxes are pbased on
ecrnings reported for financial statements purposes, adjusted for permanent
differences between reported financial and taxable income.

f.  Cash and Cash Equivalenis — For purposes of the statement of cash flows,
cash and cash equivaients consist of cash and money market funds.

g. Use of Estimates — The preparation of financial statements in conformity with
generaily accepted accounting principies requires management to mcke
astimates and assumptions that affect the reported amounts of assetfs and
liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expensas during
the reporting period. Actual results could differ from those estimates.

2. Reserve Reguirements.

The Company is not ebligated to report under SEC Rule 15¢3-3 since it does nof
maintain customer accounts or hold securities. Tnerefore, the Company does nof
have a reserve reguirement nor does it have ary information relating 1o the
possession or control requirement under Rule 15¢3-3.

3. Minimum Capital.

Under SEC Rule 15¢3-1, the Company is reguired to maintain net capital of not
less than $5,000 in 2003. At December 31, 2003, the Company's net capital as
defined by SEC Rule 15¢3-1 was $6,290 in excess of minimum net capital required.

4. Securities.

The Company invests in mutual funds. At December 31, 2003, these securities
were classified as available for sale securities and are reported at fair value, with
the unreclized gains and losses included in comprehensive income., Costs are
determined on an average cost per share basis for determining realized gains or
losses. At December 31, 2003, these securities had a fair value of 30, a cost of $0
and an unredlized gain of $0. Redlized losses on securities sold during 2003 were
$105.



Equity Investment Services, Inc.
Notes to Financial Statements
December 31, 2003

5. Income Taxes.

The income tax expense of the Company consists of the following:

2003

Current Tax Expense:
Federal $ 183
State 2
Income Tax Expense $ 185

|
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